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Notes of the Month 


The Passive Resistance Movement in South Africa 


FROM the time that the Separate Representation of Voters’ Act 
was introduced into the South African Parliament attention has 
largely focused on the constitutional crisis which has pro- 
gressively magnified and still remains unresolved. Within the 
Union the constitutional struggle, as such, has been confined 
almost exclusively to the rival groups of Europeans organized in 
bodies such as the Nationalist Party, the United Party, and the 
Torch Commando. But non-European resistance to apartheid 
has grown steadily since 1948, and the current campaign of non- 
violent defiance of discriminatory laws is now tending to divert 
attention from White inter-group relations to race relations. 

The roots of the non-European unity movement are to be found 
in the pre-war period, but the origins of the present major cam- 
paign against apartheid can be most conveniently traced from 1945. 
Africans, Coloureds, Indians, and Malays participated in the 
Union’s war effort. The non-European people as a whole antici- 
pated an extension of opportunities in the immediate post-war 
period. The Smuts Government introduced certain constructive 
measures; non-European school feeding schemes were initiated, 
and more funds and improved facilities were provided for non- 
European education. The reports of various official investigators 
also indicated a more enlightened approach to the problems of the 
various non-European groups and gave hope of much-needed 
economic, social, and political reforms. But the Government was 
slow to act and the non-Europeans were impatient. The Africans 
and Indians, in particular, objected to the passage of disputed 
legislation such as the Natives (Urban Areas) Consolidation Act, 
1945, and the Asiatic Land Tenure and Indian Representation 
\ct, 1946. There were protest meetings and disturbances. Anti- 
Pass Law meetings were held. But under Smuts and Hofmeyr 
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there was always the promise of positive action, and disturbances 
and protests were only sporadic. The inquiries of the Fagan 
Native Laws Commission, 1946-8, and the Broome Durban 
Commission, 1948, encouraged hopes of early improvements in 
Native policy, especially in the urban areas. The Smuts United 
Party accepted the Fagan Report, the Nationalist Party rejected it. 
The apartheid slogan was coined and played an important part in 
the Elections which followed soon after the publication of the 
Fagan Report. 

The change of Government in 1948 and the adoption of 
apartheid introduced a radical change in the psychological atmos- 
phere of race relations. Non-European irritation and resentment 
were supplanted by fear and aggression. The Indians, regarded 
as unassimilable aliens, were the first to receive attention from the 
new Government. The second part of the Asiatic Land Tenure 
and Indian Representation Act was repealed immediately and 
Indian family allowances were curtailed. An unofficial European 
organization was created to encourage the boycotting of Indian 
businesses. Demands were made by Europeans to confine Indians 
to segregated areas and to compel them to leave South Africa. In 
January 1949 the African-Indian riots took place in Durban. It 
is impossible here to discuss the complex background of these 
riots, but it was significant that African leaders hastened to heal 
the breach with the Indian community. Relations between rank 
and file Indians and Africans remained uneasy, but the Africans 
soon became aware that the new regime had little to offer and that 
inter-non-European friction weakened their position. 

African school feeding was curtailed. Africans were dismissed 
from certain posts in the Government service to make way for 
Europeans. Strict influx control measures were applied to restrict 
the entry of Africans into the urban areas. Little was done to 
improve urban housing or rehabilitate the Native Reserves. There 
were renewed African disturbances on the Witwatersrand and in 
the rural areas. Political statements, legislation, and administrative 
action indicated that the negative aspects of apartheid outweighed 
any possible advantages. African leaders noted significant de- 
velopments and conveyed their unrest to their fellows. The 
personnel of the Native Affairs Commission was changed and the 
Commission was transformed into a political agency for apartheid. 
The Natives’ Representative Council was abolished. A Native 
Education Commission was set up with ominous terms of reference. 
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Legislation such as the Population Registration Act and the 
Group Areas Act made clear the nature of the pattern of com- 
pulsory racial segregation. Coloureds, as well as Indians and 
Africans, were seriously alarmed by the Group Areas Act, which 
threatened their property rights without promise of compensation. 
Other legislation further added to non-European unrest. Un- 
written segregation practices in post offices and railway stations 
were reinforced by bold signboards. In the Cape Province the 
Coloured people were compelled to travel in segregated coaches. 
In 1951 the Separate Representation of Voters’ Act convinced the 
Coloureds that the relatively privileged status which they had 
previously enjoyed was in danger and that apartheid would place 
them in much the same position as the Indians and Africans. 
African, Coloured, and Indian leaders were drawn together and 
the united non-European opposition movement was strengthened. 
But even in mid-1951 joint protest meetings and token strikes 
were not as successful as the leaders had expected, and many non- 
Europeans appeared to be prepared to await the outcome of the 
inter-White constitutional struggle. Early in 1952 the unanimous 
rejection by the Appeal Court of the Separate Representation of 
Voters’ Act did much to restore the morale of many non-Euro- 
peans. But the Government reaction to the judgement not only 
confirmed the conclusions of those non-European leaders who had 
previously decided that there was little to hope for; it also con- 
vinced many ‘moderate’ or non-political individuals that resolute 
political action of their own was essential in order to defend their 
interests. There is now the grave danger that non-Europeans will 
lose confidence in all Europeans. 

Until very recently non-European leaders in close touch with 
their people were of the opinion that, despite the forceful nature 
of many protests, the tense race relations position would be eased 
if the Government removed pin-pricks and made it clear that 
there was some real hope for non-Europeans in the Union. Today 
it is difficult to judge whether this remains true. Tensions have 
mounted and attitudes hardened on both sides of the colour line. 
The defiance of discriminatory laws has been sustained in sur- 
prising fashion. Substantial numbers of Africans, Indians, and 
Coloureds, including many prominent leaders, have been con- 
victed for contraventions of pass and curfew laws and petty 
segregation regulations. Action is now being taken against certain 
non-European leaders under the Suppression of Communism Act. 
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This Act contains a very broad definition of ‘Communism’ and 
lays down a procedure which makes defence difficult. 

Probable developments are difficult to gauge. Much depends on 
the discipline of the individuals engaged in the non-violent 
protest campaign and on the manner in which they are handled by 
the police. But the situation is alarming, and could become very 
grave. The most serious danger, perhaps, is that Europeans who 
are opposed to the present Government party might decide that 
self-preservation demands that they should identify themselves 
with, or reduce their opposition to, the Nationalist Party. In the 
1924, 1929, and 1948 Elections the Hertzog and Malan National- 
ists made effective play on racial fears and doubts. With the 1953 
Election imminent the more extreme Malan Nationalists would 
undoubtedly welcome a diversion of European public attention 
from the constitutional to the colour issue. 


The Democratic Choice for the U.S. Presidential Election 


By choosing Governor Adlai Stevenson of Illinois as its presi- 
dential nominee, the Democratic Party has ensured that this year’s 
election campaign in the United States will be fought on a high 
level between two candidates of outstanding ability. A convinced 
internationalist, Mr Stevenson was closely associated with the 
United Nations in the early days of that organization, but his 
political reputation was made by his unexpected victory four years 
ago in the gubernatorial election in Illinois, normally a Republican 
state in local politics. Since he did not go out to seek the Demo- 
cratic nomination, Mr Stevenson has the disadvantage of being 
almost entirely unknown to the country as a whole, while every 
American knows and admires General Eisenhower. This is one of 
the reasons why President Truman is not being allowed to play as 
large a part as he would like in the campaign; it is essential that the 
attention of the voters should be concentrated on Mr Stevenson. 

But another, and more important, reason is that Mr Stevenson 
was chosen by the Democrats just because he was not closely 
associated with either Mr Truman or the present Democratic 
Administration in Washington. One of the Republicans’ most tell- 
ing arguments in the campaign will be that the Democrats have 
been in power too long, that it is time for a change in Washington 
and that, if elected, Mr Stevenson would only be Mr Truman 
again under another name. But the Democratic Administration’s 
record of social reform and economic progress will be one of Mr 
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Stevenson’s greatest assets, and his successful cleaning up of the 
corrupt and inefficient state government in Illinois suggests that 
he would be an equally vigorous reformer in Washington. 

Mr Stevenson’s relations with his own party will also be ad- 
versely affected if he is too closely associated with Mr Truman. 
For at the Democratic Convention the two wings of the party, the 
southern conservatives and the northern liberals, nearly split apart 
even more decisively than they did in 1948, with the Southerners 
revolting once again against Mr Truman and his policies, particu- 
larly his insistence on guarantees of civil rights for Negroes. It was 
mainly because Mr Stevenson had a more moderate attitude on 
this question, arguing that the Federal Government should take 
action only if the state governments failed to do so, that it was 
possible to reunite the party behind him. His nomination and that 
of a Southerner, Senator Sparkman of Alabama, as vice-presi- 
dential candidate have made it most unlikely that the Republicans 
will carry any of the southern states this year: with General 
Eisenhower as their candidate, they had had high hopes of break- 
ing the Democratic monopoly there. 

But the Stevenson-Sparkman nomination has given the Repub- 
licans hope of winning some of the Negro and labour votes in the 
northern cities. The outcome of the election in the vital industrial 
states turns on these two groups; both of them were whole-hearted- 
ly behind Mr Truman in 1948 but are much less enthusiastic about 
Mr Stevenson. If he pays too much attention to southern prejudice, 
he may lose them altogether and with them the election. Both 
Negroes and trade unionists are, however, more likely to abstain 
from voting than to vote Republican. 

The number going to the polls in an American election is always 
small compared with European countries, usually only about 50 
per cent of the electorate. The marginal vote is supposed to be 
Democratic, but this year General Eisenhower’s fame may bring 
people to the polls to vote Republican, who would normally stay 
away. On the other hand, Mr Stevenson has shown himself to be 
a really first-class speaker, far more appealing than the General, 
who so far has been disappointing in this respect. The Governor 
is also adept at dealing with press conferences intelligently and 
appears very satisfactorily on television, which is the chief medium 
through which this election campaign will be conducted. It opens 
with two good candidates equally matched and little to choose 
between their chances of victory next November. 





Crisis in Egypt and Persia 


IT was not until early last year (largely owing to the scarcity of 
newsprint) that the growing tension in Persia and Egypt, both in 
their respective internal situations and in their external relations, 
became headline news in Britain. In both countries, however, this 
tension was but the prolongation of a period of crisis in their 
external relations that had followed immediately on the close of the 
second World War; and both internally and externally it was part 
of a process of painful adjustment to the impact of Western in- 
fluences—political, economic, and intellectual—that reached back |y 
well into the last century. No commentator on General Nagib’s | 
military coup d’état in Egypt in July has failed to remark on the | 
analogy of Arabi Pasha’s rise to power seventy years ago. The | 
emergence of a strongly nationalist urban middle-class in Persia! [7 
follows logically from the constitutional revolution which began 
there in 1905; and not only had the Anglo-Iranian Oil Company’s 
concession been temporarily revoked by Riza Shah in 1932, but a 
tradition of repudiating concessions to foreigners, on the grounds 
of their allegedly inequitable character, goes back to Nasir ud-Din 
Shah’s transactions with Baron de Reuter in 1872. 

It will be useful to summarize the principal events of the last 


two months in Persia and Egypt respectively before attempting to 
make comparisons between them and to draw some conclusions. 


RECENT DEVELOPMENTS IN PERSIA. 


When Dr Moussadek on 13 July asked the Persian Parliament 
to vote him full powers to deal with the country’s increasing 
financial plight, owing to which the Army and the civil service 
were going unpaid, opposition to him in Parliament and outside 
had already been gathering. The lower House or Majlis was in- 
complete, since the elections in thirty constituencies had been 
stopped, obviously to prevent the return of Opposition deputies; 
but even this truncated Majlis had elected an Opposition deputy as 


1 An American authority, whose experience of Persia goes back to 1928 and 
who was political attaché at the United States Embassy there from March 1951 
to January 1952, defines this roughly as ‘the expanded group of the educated, 
including the vigorous intellectuals, professional men, and journalists, the 
bureaucracy and the civil service, and the growing body of students; the 
bourgeoisie proper—the trading and business groups—and the artisans and 
skilled labourers’ (T. Cuyler Young: ‘Nationalism in Iran’, in Nationalism in the 
Middle East, a series of addresses presented at the Sixth Annual Conference on 
Middle East Affairs, sponsored by the Middle East Institute (Washington), 
21-22 March 1952, p. 21). 
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its president, and in a vote of support for Dr Moussadek in the 
Senate (half of whose members are appointed by the Shah) there 
had been more abstentions than favourable votes. On 16 July 
Dr Moussadek requested of the Shah that in the new Cabinet 
which he was now forming, as a consequence of the recent elec- 
tions, he should himself be Minister for War, and thus extend his 
control to the armed forces. The Shah, encouraged apparently by 
the stronger personalities of his mother, his sister the Princess 
Ashraf, and his brother Prince Ali Riza, refused the request and 
accepted Dr Moussadek’s resignation; and on the following day 
the Majlis, meeting in secret session with twenty-seven Moussadek 
supporters absenting themselves, gave forty votes to Qavam us- 
Saltana as Prime Minister. 

This ‘elder statesman’—for Qavam is in fact five years older 
than Dr Moussadek himself—had set the seal on a reputation 
for subtlety by his skilful handling, with the support of the 
United States and British Embassies, of the forcible Soviet request 
in 1946~7 for a joint Soviet-Persian company to develop the oil 
resources of north Persia. At the end of 1947, however, the 
nationalist fervour of the Majlis, in completely rejecting the Soviet 
request, had refused Qavam its confidence without recognizing 
that his manoeuvres with the Soviet had gained Persia valuable 
time. His name had been among those canvassed for the Premier- 
ship in September 1951, when Dr Moussadek’s position had for 
some time been uncertain. Qavam could not now reverse Moussa- 
dek’s law for the nationalization of the oil industry, but he criti- 
cized his subsequent failure to come to terms with the British and 
blamed him for the financial crisis which had resulted from the 
industry’s stagnation. Immediately on Qavam’s appointment Dr 
Moussadek’s ‘National Front’ and the followers of the religious 
extremist Ayatullah Kashani began demonstrations in Tehran 
and elsewhere, which were repressed by police and military action. 
It appears, however, that the Shah on 19 July refused Qavam’s 
request to dissolve the Majlis and authorize Kashani’s arrest; and 
on the 21st the demonstrators were powerfully reinforced by the 
organized shock-forces of the Communist (Tuda) Party who 


‘'T. Cuyler Young speaks of the ‘Herculean efforts’ of the British at that time 
to secure the displacement of Moussadek (ibid., p. 22, and cf. the more discreet 
hints of The Times special correspondent in Tehran, 3, 8, 14, and 18 Sep- 
tember 1951). Now, however, the conviction in Tehran became ‘almost uni- 
versal, even in fairly high quarters’ that Qavam’s elevation to office was the work 
of United States officials; this was dismissed as, at best, pure exaggeration (New 
York Times, 26 and 29 July 1952). 
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incited the mob against the Shah and the royal family. Amid 
bloody clashes with the security forces, the Shah refused Qavam’s 
requests for full powers to deal with the disorders, and accepted 
his resignation. 

The following day, 22 July, witnessed both the delivery of 
the International Court’s judgement that it had no jurisdiction in 
the British oil dispute with Persia,’ and also the reinstatement of 
Dr Moussadek as Prime Minister. He now obtained from the 
Shah his own appointment as Minister for War, and the removal 
of the Chief of the General Staff, other military commanders, and 
the Chief of Police, who were alleged to have been planning a 
military coup as the only remedy for the chaos to which Moussa- 
dek’s policy was leading; the members of the royal family who had 
stiffened the Shah’s uncertain resolve a week earlier were com- 
pelled to leave Persia. Dr Moussadek now sought virtually 
dictatorial powers for six months to deal with the financial crisis, 
and on 7 August his Government delivered a Note to the British 
Government offering to reopen negotiations with the Anglo- 
Iranian Oil Company within the framework of the oil nationali- 
zation law. This was, however, made conditional on the Company’s 
immediately paying the ‘tens of millions’ allegedly due to Persia 
(apparently the additional royalties that she would have received 
under the 1949 agreement which the Majlis rejected); the removal 
of restrictions imposed on Persia’s converting certain sterling 
credits into dollars; and on the Company’s abandoning its efforts 
to prevent the sale abroad of Persian oil, for which certain Ameri- 
can and Italian companies were prospective buyers. Meanwhile, 
it was with some reluctance that the Persian Senate granted Dr 
Moussadek the full powers which he demanded, and there were 
reports of a rift within the National Front between its more 
conservative elements and those inclined to make a tactical alli- 
ance with the Tuda Communists, ‘this uniquely organized, tightly 
knit, fanatical party.’? 

The Governments of the United States and Great Britain 
were thus presented with the dilemma of rescuing Moussadek 
from financial disaster or seeing Persia pass into the Communists’ 
hands. On the British side it was remarked that capitulation to 
Persian intransigence would only encourage extremists in the 


1 A National Front newspaper immediately asserted that the British had insti- 
gated the appointment of Qavam as Prime Minister in anticipation of this un- 
favourable judgement (Bakhtar-i Imruz, quoted by Tehran radio, 24 July 1952). 

* T. Cuyler Young, op. cit., p. 23. 
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Arab oil-producing countries to challenge the oil agreements 
recently negotiated, thus opening an unending vista of blackmail. 
The view in the United States, reinforced by the recent Commun- 
ist-inspired anti-American demonstrations, was that the risk of 
an extension of the Soviet empire to Persia must be countered at 
all costs. This was a compelling argument, if Persia would allow 
herself to be rescued. However, the revenues to be obtained from 
an early resumption of oil trading would be limited by the physical 
deterioration of the great Abadan refinery and by the fact that 
Persia’s former oil markets are now being supplied from other 
sources. ‘The Persian Government’s hopes that a 2 per cent surtax 
on immovable property would raise at least {70 million in a year 
postulate a higher level of administrative efficiency and probity 
than were experienced by Dr Millspaugh or the United States 
consultants on the Seven-Year Plan; and those grave adminis- 
trative deficiencies are notoriously the stumbling-block to any 
proposal for direct financial aid. 


THE COUP D’ETAT IN EGYPT 

In Egypt, the Government of Nagib al-Hilali had since March 
been conscientiously trying to deal simultaneously with the inter- 
related problems of the domestic economic and social situation 
and of relations with Britain. It was essential to the Government’s 
survival, since they had no party backing, that they should seek an 
earlier solution of the ‘national aspirations’, the ending of the 
British occupation of the Canal Zone and the Sudan; but though 
they made much of the direct talks which they had instituted with 
representatives of the Sudanese Independence Front, it was 
evident that those cautious (not to say suspicious) southerners 
would take a long time before committing themselves to union 
with Egypt; and meanwhile the British Government resisted 
United States suggestions of a concession to Egypt on this subject. 
At home Hilali’s Government had the task of remedying the 
serious damage done to Egypt’s economy by the Wafd Govern- 
ment’s failure to sell abroad a large part of the 1951 cotton crop 
at the exaggerated prices which they had tried to maintain in the 
wake of the 1950 cotton boom, and of satisfying public opinion 
by uncovering the large private fortunes which prominent Wafdists 
and their associates were reputed to have amassed by abusing their 
official positions for large-scale speculation. The Finance Minister, 
the zealous Zaki Abd ul-Muta’al (a recent dissident from the Wafd, 
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like his Prime Minister) had urged the assumption of public ~ 
control over the Société des Sucreries d’Egypte, the name of whose — 
chairman, Ahmud Abbud, had been associated during the Wafdist — 


regime with that of King Farouk’s press counsellor, Karim 
Thabit, and that of the principal Wafdist ‘boss’, Fuad Sirag ud- 


Din, who had latterly combined the influential ‘portfolios of the 
Interior and Finance in the Wafd Government. As the result of a| 


‘disgraceful intrigue’! the King now dismissed Hilali on 28 June. 
Abd ul-Muta’al was displaced from office; Karim Thabit achieved 
Cabinet rank for the first time, and became president of the State 





hr 


broadcasting organization; and Sirag ud-Din was released from # 5}; 


the résidence forcée to which Hilali had consigned him. 
But the deterioration of public security in the last stages of the 
Wafd Government had already brought into greater promin- 


ence the dissatisfaction of a large number of Egyptian Army | — 


officers of the middle and junior ranks with their superiors. 


Accusations of favouritism and corruption in the higher command 

in the Egyptian Army went back to the revolt of Arabi and his | 
fellow-colonels against their Turco-Circassian commanders over f_ 
seventy years ago; but they had gained added point from the F- 
experience of the Palestine war of 1948, when those at the front F 


had suffered from receiving abnormal proportions of defective 
arms and ammunition and from a lack of medical supplies. This 
they attributed to the criminal negligence or corruption of the 
supply services and the higher command. That an inquiry in 
1950-1 proved ineffectual the junior officers attributed to the inter- 
vention of a Palace entourage that had lived in ostentatious and 
un-Islamic luxury while the Army had been taking part in a 
jthad; and it was added that these Palace personalities and corrupt 
elements in the Wafd Government had mutually connived at each 
other’s depredations. The Army malcontents found a leader in 
Major-General Muhammad Nagib, who had fought with dis- 
tinction in the Palestine war. Early this year they elected him 
president of the Cairo Officers’ Club, against the King’s efforts 
to secure the election of the Commander of the Frontier Forces; 
and they apparently followed this by protesting to the King against 
the persistence of corruption and inefficiency in the higher com- 
mand. The King ordered the Minister for War in Hilali’s Govern- 
ment to dismiss General Nagib from the Army, but the Minister 
resisted and in June advised the King to reconcile the malcontents 


1 The Times leading article, 25 July 1952. 
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‘through the resignation or dismissal of the Commander-in-Chief 
‘and the Commander of the Frontier Forces. 

Husain Sirri, who after four days’ political gyrations became 
Premier on 2 July, came under the same royal pressure, and sought 
to relieve the growing impatience in the Army by securing the 
appointment of General Nagib as Minister for War. Instead, the 
King ordered him to be posted to the limbo of Upper Egypt, 
whereupon Sirri resigned on 20 July. The King called on Hilali to 
form a new Government, but was determined to have his way with 
the Army by imposing his own brother-in-law, a young officer of 
little experience, as Minister for War. On the night of 22-23 
July General Nagib and his associates, after careful preparation, 
occupied Cairo against negligible resistance—the King and the 
Government being at the summer capital, Alexandria—and upon 
Hilali’s resignation they demanded the appointment as Prime 
Minister of Ali Mahir, who had held that office for two months 
after the dismissal of the Wafd in January. They had already 
arrested the Commander-in-Chief, and on the 24th the new 
Government conferred that appointment on General Nagib; the 
King ‘deigned to accept the major claims of the Army’ and sub- 
mitted to a purge of his entourage, including his Italian ‘directeur 
des affaires intimes’* whom he had obstinately maintained against 
British pressure during the war. But it was too late. The corrup- 
tion which surrounded Farouk and the profligacy of his personal 
conduct had become, despite a rigorous censorship, notorious 
in a country in which, as a reaction against the widespread laxity 
which was attributed to a cosmopolitanism at variance with the 
principles of Islam, the puritanical precepts of the Muslim 
Brotherhood (Jkhwan al-Muslimun) had gained the sympathy of 
hundreds of thousands of sincere men. The Army considered it 
impossible ‘to cut off the snake’s tail and leave the poisonous head’ ; 
and on 26 July they forced Farouk’s abdication in favour of his 
seven-months’ old son, Ahmad Fuad II. 

It thus became necessary to appoint a council of regency, and 
this presented the problem that, in the event of a king’s death and 
the succession of a minor, such a step constitutionally required 
the approval of Parliament; and it was not the wish of the military 
junta or of Ali Mahir to bring back the dissolved Parliament 


' Six younger officers who actually planned the coup took General Nagib fully 
into their confidence only twenty-four hours beforehand, according to Rawle 
Knox, reporting from Cairo to The Scotsman, 13 August 1952. 

* Le Monde, 3-4 August 1952. 
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with its large Wafdist majority or to hold new elections until 
February next, by which time the political parties are to have 
completed their self-purification. The fortunate circumstance 
that the Constitution had made no provision for an abdication 
made possible the appointment of a ‘provisional’ Regency Council 
comprising a member of the royal family, an Army representative, 
and an elder statesman. The appointment of the last-named, a 
former dissident from the Wafd, was a rebuff for the Wafdist 
leaders Nahhas and Sirag ud-Din, who immediately after the 
military coup had hastened back from holidaying in Europe. When 
the Wafd party machine, dominated by Sirag ud-Din, resisted 
pressure from below for a genuine purge and merely made scape- 
goats of fourteen critics, General Nagib issued a series of warnings 
that he expected the purification to begin from the top; and the 
Prime Minister hinted that present party differences, based 
primarily on personalities, might be broken down to produce 
parties based genuinely on policy. In the Government’s need to 
repair the financial ravages caused by Wafdist improvidence and 
to provide for economic and social reforms, Egypt’s own resources 
could not easily satisfy the Army’s desire for large-scale expansion 
and re-equipment; and General Nagib expressed the hope of 
receiving modern equipment from the United States and the 
Western democracies, with the familiar hint that otherwise Egypt 
would ‘have to apply to somebody’. 

While Lord Mountbatten visited Jordan, Israel, Lebanon, 
and Syria (27 July—4 August), meetings between the British 
Ambassador in Egypt and Ali Mahir raised hopes in Cairo of an 
understanding on the future of the Canal Zone base. However, 
news leaked out that the British Government had forwarded to 
Washington, apparently before the Egyptian military coup, the 
preliminary draft of a proposal to set up a planning group for a 
Middle East defence organization without initially including 
Egypt; a State Department comment of 6 August, emphasizing 
the desirability of reconsidering Egypt’s attitude after the change 
of government there, was interpreted by the United States press 
as indicating a sharper difference of attitude between State 
Department and Foreign Office than the former would admit. 


FUTURE PROSPECTS IN THE TWO COUNTRIES 
Thus in Egypt, six months after the Wafd—the only political 


party with a country-wide organization and following—had 
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demonstrated the corruption of its leaders and their reckless 
hazarding of public security and welfare in the pursuit of private 
gain, the self-indulgent wilfulness of the sovereign had sacrificed 
the constitutional authority of the Crown as a stabilizing force in 
politics. The transfer of effective power to the Army was symbol- 
ized by the formation on 12 August of a committee of military 
officers and civil servants to co-ordinate Government policy; and 
the new military leaders were already making the pace for the 
Government, notably by calling for the purchase at pre-war 
prices of all estates exceeding 200 acres and their redistribution 
among landless labourers and peasants.! A radical economic and 
social policy will be favoured by the Muslisa Brotherhood, whose 
prestige has been increased by the new official campaign against 
corruption; but an outbreak of xenophobia, such as has been 
associated with the Brotherhood in the past, would not suit the 
Government which, in its pursuit of economic recovery, is seeking 
to conciliate foreign companies and attract foreign specialists who 
have been discouraged by the restrictive legislation and adminis- 
trative discrimination of recent years. It is imperative that the 
rulers of both Egypt and Persia should in their present situations 
concentrate soberly on essentials and eschew the temptations of the 
spectacular. The most striking contrast is that the new Egyptian 
Government, at 1,000 miles distance from the Soviet Union, took 
steps to combat Communist activities,* whereas in Tehran, only 
250 miles from the Russian frontier, Dr Moussadek’s reinstate- 
ment owed much to the intervention of the Tuda shock-troops. 
Persia, like the receding galaxies of which the astronomers tell us, 
seems to be swiftly passing beyond the visible horizon of the West. 
So far from her armed forces being in a position to put an end to 
irresponsibility and assume control, they themselves (like the well- 
ntentioned but irresolute Shah) have passed under the control of 
a nationalist movement whose ‘determination to wrest itself free 
from present political and economic frustration’ is prevented from 
achieving anything positive and constructive by ‘the volatility and 
emotionalism of the Iranians and their excessive individualism’ .* 


Chis Egyptian proposal, made on 11 August, was followed two days later by 
ecree of Dr Moussadek, ordering specific improvements in the tenures of 
rsia’s millions of share-croppers. 
* At the time of writing it was not possible to say whether the textile workers’ 
t at Kafr ad-Dawwar on 13 August was a spontaneous expression of old 
ievances, or whether (and to what extent) it may have been inspired by 
Communists or Wafdists to embarrass the new regime. 
*T. Cuyler Young, op. cit., p. 22. 
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When British and French policies in the Levant States came 
into conflict during the war, French interests which seemed to 
have a localized and particular character were compelled to give 
way to what then appeared to be a wider British conception of the 
regional interests of the Middle East. Georges Bidault was prob- 
ably thinking of the general challenge of nationalism when in June 
1945 he warned Britain ‘hodie mihi, cras tibi’. It is doubtful 
whether even the perspicacity of French logic foresaw that within 
seven years, in the critical situations of Persia and Egypt, it would 
now be Britain, almost as diminished relatively in authority as war- 
time France had been, that would seem to be over-concerned with 
her localized and particular interests; and that it would be the 
function of the United States to press or exhort her to take a 
broader view, at some sacrifice to herself, of the regional interests of 
the Middle East. Now as then, the lesser Power which is directly 
challenged by nationalism is apt to regard the judgement of the 
admonishing greater Power as, at best, superficially optimistic; 
but if the experience of the Levant States, of Palestine, and of 
Persia in 1950-1 is any guide, an obstinate insistence on the 
narrower point of view is likely to produce worse consequences in 
the end than might have resulted from a more timely acquiescence 


in the trend of the times. 
G. E. K. 


United States Foreign Trade Policy 


THERE is no doubt that the last year has seen a noticeable rise in 
protectionist sentiment in the United States, and one which is 
causing as much concern in Washington, although not all over the 
country, as it is abroad. The marked weakening of the Reciprocal 
Trade Agreements Act, when it was renewed in 1951, coincided 
with an economic recession in the United States which, while only 
slightly affecting the national economy as a whole, had a sharp 
impact on a number of small consumer goods industries such as 
textiles, leather goods, jewellery and so on. Industries of this type 
are particularly jealous of foreign competition, especially of course 
when business is bad, and at the same time foreign competition 
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became much sharper, with the re-entry of Germany and Japan 
into international trade and continued efforts by other free coun- 
tries to reduce their dollar deficits. 

The Trade Agreements Act is the legislation, first passed in 
1934, which empowers the Administration to offer tariff reductions 
to other countries, in return for reciprocal concessions, without 
getting Congressional approval for each pact. It has enabled the 
United States to enter into negotiations under the General Agree- 
ment on Tariffs and Trade, and under it very substantial reductions 
in the average level of American tariffs have been achieved since 
the lamentable Smoot-Hawley days. The average levy on dutiable 
goods, about one-third of American imports, is now around 15 
per cent, compared with 50 per cent in 1932; but this average 
conceals much higher tariffs, in some cases still almost prohibitively 
high, on many manufactured goods. 

The changes in the Trade Agreements Act last year were two. 
The ‘peril point’ provision long favoured by the Republicans was 
added to the legislation: it obliges the President to report to 
Congress if any tariff is reduced by an agreement to a level that, 
in the opinion of the independent Tariff Commission, would harm 
a domestic industry. This provision has not as yet been invoked, 
since no new agreements have been negotiated in the past year; 
a renewal of the one that has expired with Venezuela is nearing 
completion at present. 

The other change broadened the ‘escape clause’ in the Act and 
insisted that it must be included in all agreements, both existing 
and to come. As it now stands, the Tariff Commission is obliged 
to hold hearings when any industry complains that it has suffered 
from, or is threatened with, serious injury from foreign com- 
petition as a result of tariff reductions; the Commission must 
either reject the complaint within a year or recommend an increase 
in duty to the President. He in his turn, if he does not grant an 
increase, must tell Congress why he has not done so. The Com- 
mission apparently feels that it must confine its deliberations 
narrowly to the industry concerned; it is left to the President, as his 
recent decisions on recommended tariff changes have shown, to 
relate any particular complaint to the national economy and the 
international policy of the United States. 

It is largely because of this change in the law that there has 
seemed to be such a growth in protectionist pressure in the 
United States lately, for twenty or so small industries, from fig 
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growers to makers of chinaware, have been forcing the Tar 
Commission to hear their complaints, and giving it an almos 
unmanageable burden of work in the process. During the last | 
few months decisions have been announced on several of these 
cases, two of them of great importance, both in themselves and as 
indications of what may be expected in the future. The outcome of 
both is likely to discourage many of those who have been thinking 
of applying for tariff relief, at least until a Republican President 
takes office—if he does—next January. | 

First the Commission rejected the application of a manufacturer 
of motor bicycles for a higher duty on imports of medium-weight 
machines from Britain. The American firm concentrates mainly on 
heavy-weight machines and still dominates the market for this 
type. The British firm had since the war built up what was to all 
intents and purposes a new demand in the United States for its 
product, by selling something that was not only cheaper but more 
popular, and the Commission held that the American company 
ought to look for ways of competing in this expanding market, 
rather than to ask for this foreign enterprise to be penalized. An 
earlier decision, on imports of fur felt for hats, for which the 
market in the United States is shrinking, had gone the other way 
and an increase in the duty followed; here the Commission’s view 
evidently was that the remnants of the trade should be preserved 
for American producers, in order to save them from unemploy- 
ment and bankruptcy. 

The other recent decision of importance was on higher duties 
on Swiss watch movements, demanded by American watch manu- 
facturers as soon as the Swiss Government had been obliged to 
accept the inclusion of the escape clause in its old trade agreement 
with the United States. The Tariff Commission recommended 
that the increase be granted, in view of the threat to the American 
industry, but the President has just rejected the recommendation. 
During the two months in which he was considering his decision 
he was bombarded with arguments by both sides. The watch- 
makers contended that they were entitled to special consideration 
because of the importance of their industry and its skilled workers 
in time of war, while the importers of Swiss watches pointed out 
that higher tariffs would cause unemployment in the United States 
just as surely as would the continuation of imports, since making 
cases for imported Swiss movements is also an American industry. 
In addition, if the Swiss retaliated by cutting imports of tobacco 
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jad automobiles, as the Belgians had done in response to the 
yacreased duty on fur felts by raising the duty they charge on 
paraffin wax, there might be additional unemployment in American 
farms and factories. 

The President based his refusal to increase the already sub- 
stantial duty on watches on the grounds that the escape clause was 
not intended ‘to enable the changing pattern of domestic demand’ 
to be ignored, or to ‘provide an escape from normal healthy 
competition’; he said that much greater damage must be shown 
than the watchmakers had been able to demonstrate before the 
invocation of the escape clause would be justified. Mr Truman 
pointed out that, although the share of American manufacturers in 
watch sales was, on a percentage basis, smaller than before the 
trade agreement was made in 1936, yet total sales of watches had 
increased so greatly that American makers’ sales were, by value, 
double what they had been. 

The purpose of the trade agreements programme, as the Presi- 
dent insisted, is to expand foreign trade in the national interest, 
and it is an important way of putting more dollars in the hands of 
people abroad who want to buy American goods. It was in this 
connection more than any other that observers, both at home and 
abroad, felt the case of the Swiss watches to be so important. If the 
duty had been raised, all those foreign Governments and business- 
men who are working so hard to become independent of American 
aid by expanding their foreign trade would have felt that their 
efforts were useless, since American tariffs would be raised against 
them as soon as they had any success. Moreover, these countries 
would have lost faith in American promises and ceased to pay 
attention to U.S. exhortations to reduce their trade barriers. 

For their belief in American trustworthiness when it comes to 
increased freedom of trade has already been shaken by develop- 
ments other than the growing pressure on the Tariff Commis- 
sion, developments which have proved embarrassing to American 
representatives when they meet those of the other signatories of 
G.A.T.T. (the General Agreement on Tariffs and Trade). The 
Senate adjourned in July without completing action on the 
Customs Simplification Bill, which passed the House of Repre- 
sentatives last year, but will have to go through all the hoops again 
in the new Congress. ‘This is the Bill which would bring up to date 
the complicated and contradictory methods and classifications of 
the U.S. Customs. They have already been improved by adminis- 
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trative action, but without further legislation they will continue 
to make the American market seem almost unattainable to many 
frustrated foreign business men, and will give the less energetic \ 
an excuse, which many of them are quick to take, for not trying to © 
break into that market. 

But Congress has also erred as much by its sins of commission | 
as by those of omission. The most notorious of its protectionist | 
steps have been the quota restrictions on imports of cheese and | 
other dairy products inserted in the Defence Production Act. This 
Act gave the President the various economic control and allocation 
powers which were essential to mobilization after the Korean out- 
break, and for this reason he could not veto the import restrictions. 
This attachment of riders to important Bills is one of the protec- 
tionists’ favourite ways of getting a foot in the door; the most 
recent example is a provision in the military appropriations Bill, 
practically forbidding the use of foreign wool in textiles for the 
armed forces. The cheese amendment to the Defence Production 
Act had disastrous effects on Danish and Italian exporters who had 
been building up their American trade in cheese at the request of 
Marshall Plan officials. The amendment was modified when the 
Act was renewed this year, but it was not removed altogether, in 
spite of the President’s urging. 

The susceptibility of Congress, and especially of the Senate, to 
protectionist pressure from special interests is the result of a 
combination of factors, which react on Democrats and Republicans 
alike, although there are more Republicans who start off with 
protectionist sympathies. To the Senators from these states the 
interest of the cheese producers of Minnesota, the sheep-farmers 
of the Rocky Mountains, the hatters of Connecticut, seem much 
more immediate than do the concerns of America’s allies abroad, 
especially when the trade restrictions concerned will have little 
effect on American consumers. For example, the price of blue 
cheese has gone up since the Defence Production Act amendment 
was passed, but it is not an important item in the American cost of 
living. Few of the items in question form more than a very small 
percentage of total American imports, and it is difficult for Con- 
gress to realize that they may be a vital part of the foreign trade of 
the exporting country. 

The point was made in the Italian protest to the State Depart- 
ment early this year that new barriers had recently been raised 
against four of Italy’s leading exports to the United States— 
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cheese, almonds, olive oil, and hats. An increase in the duty on 
another of them, garlic, was later recommended, but was rejected 
by the President, on the grounds that the interests of the many 
Italian producers of that commodity were more important than 
those of the few Californian farmers who grew it as a side-line. But 
in an election year Mr Truman had certainly not forgotten that 
Democratic Italian voters in New York appreciate cheap garlic. 

Congress is not the only body in Washington that yields on 
occasion to protectionist influence. Government offices, especially 
those that have close relations with business men and farmers, are 
also subject to much pressure, and to the annoyance of the State 
Department cannot always resist it. It has been remarked, for 
example, that the Department of Agriculture applied the cheese 
quotas more strictly than was made absolutely necessary by the 
terms of the legislation. 

The Department of the Army has, however, recently shown a 
satisfactory relaxation in its interpretation of the ‘Buy American’ 
Act, one of the chief bugbears of those who wish to increase 
American imports. The Act forbids Government departments to 
purchase foreign articles for use in the United States unless 
American prices for similar articles are unreasonably high. (It does 
not apply to goods purchased abroad for use abroad, i.e. to equip- 
ment for the American forces in Europe). The term ‘unreasonable’ 
has usually been interpreted to mean at least 25 per cent dearer 
than the price for the foreign article, but the Army engineers have 
now accepted a British bid for electrical transformers to be used 
on a dam in North Dakota, which was only about 20 per cent 
below that of the nearest American competitor. Seattle City, in a 
similar case last year, excused itself from accepting the British bid 
by explaining that it did not meet the required specifications. 

It is very noticeable nowadays that these protectionist pressures 
come from special groups rather than from national organizations, 
from the cheese producers’ association and not from the Farm 
Bureau Federation, from the watchmakers’ trade group and not 
from the U.S. Chamber of Commerce, from the wooden screw 
workers’ union and not from the Congress of Industrial Organiza- 
tions, or even the American Federation of Labour, long strongly 
protectionist. The leaders of these national organizations are as 
well aware as is the present Administration that unless the United 
States is prepared to accept more imports it will be obliged to 
continue indefinitely its present subsidies to its allies abroad, in 
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order that they may be able to go on buying the American goods 
without which their economies would collapse and they would 
become an easy prey for Communism. 

This is something which General Eisenhower understands just 
as well as does President Truman or Governor Stevenson, and 
there is therefore no reason to suppose that, if he is elected 
President, there will be any change in the basic policy of the 
United States Administration as regards the desirability of lower- 
ing trade barriers. On his return from Paris the General was some- 
what vague in his views when questioned on the Trade Agreements 
Act, as he was on much else, but he has said that he will take advice 
on this matter, and his advisers will be Mr Paul Hoffman and 
other progressive and internationalist Republicans. 

However, there are many Republicans in both House and 
Senate who belong to the nationalist restrictionist wing of the 
party, and if there is a Republican majority in the next Congress, 
as is almost certain should General Eisenhower be elected, then 
the influence of this wing will be great, and perhaps decisive on 
questions of trade policy. The first test will probably come on the 
Trade Agreements Act, which must be renewed once more before 
the end of June 1953; the debates on this Act, and the form in 
which it is passed, will provide a valuable indication, whether the 
next Administration and Congress are Republican or Democratic, 
of what changes are to be expected in American trade policy. 

What changes are needed will presumably be outlined in the full 
report which the Public Advisory Board on Mutual Security, 
consisting of representatives of industry, labour, agriculture, and 
the public, has been requested to prepare for the President, in 
order to clarify the present confused situation. The report is to 
cover the vexed question of trade with Soviet satellite countries, 
and also such points as agricultural policies and maritime laws 
affecting foreign trade, as well as the more obvious restrictions on 
imports. It will give Congress a solid foundation of fact on which 
to build, but what Congress constructs is likely to depend much 
more on the present state and future prospects of the American 
economy. Protectionist pressure rises and falls inversely with the 
barometer of national prosperity in the United States. And it is on 
that prosperity, with the resultant demand for raw materials and 
luxury consumers’ goods from abroad, that the volume of Ameri- 
can imports depends, far more than on the relaxation of tariffs and 
other trade restrictions. N.{B. 
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Industry and Agriculture in Yugoslavia 
New Trends in Policy 


DurRING the four years that have now passed since Yugoslavia was 
expelled from the Cominform, fundamental changes have taken 
place in that country. A revolution has occurred within the war- 
and post-war revolution that Tito headed, and it is remarkable that 


- he himself has again led the new phase. The essence of these 


changes—which have affected both economic and political life— 


_ has been a movement away from the Stalinist conception of the 


State which was enforced in Yugoslavia up to 1948 and is still prac- 
tised in the other Communist countries of Eastern Europe. The 
theory behind the changes is that Stalinism is an incorrect interpre- 


' tation of Marxist doctrine, that Russian Communist methods 
' should not be exported to other Communist countries, and that 
| Yugoslavs and not Russians are the proper interpreters of how 


Communism can best be put into practice in their own country. 


| This belief, latent though not apparent to any but the Russians be- 


fore the Cominform split, has since 1950 been given full rein. On 


- the political side changes have come more slowly, possibly because 


they could be introduced only after Marshal Tito had made quite 
sure that his internal position was unassailable and that if attacked 


_ by Russia or her satellites he would be certain of aid from the West. 


Having secured these two bases, drastic political changes are now 
being introduced. They include changes in the Constitution, affect- 
ing both central and local government, and in the legal system; 
limitation of the power of the secret police; and a general relaxation 
of political control over the individual; but it will be some time 
before it is possible to evaluate their success. The improved politi- 
cal atmosphere, however, has already worked wonders for Yugo- 
slay morale and is much appreciated by foreign visitors and busi- 
ness men who visit the country. 

On the economic side the changes are now more apparent, be- 
cause they have of necessity taken place over a longer period. The 
Soviet economic blockade of Yugoslavia initiated after June 1948 
was designed to bring Yugoslavia to her knees through economic 
collapse, or at least to discredit Tito completely in the eyes of his 
own people and force him to abandon his much vaunted Five- 
Year Plan. Neither of these results was obtained. Tito had to 
accept aid from the West, but he has succeeded—unexpectedly, to 
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many people—in obtaining it without political strings, and he has 
so far maintained an independent foreign policy and complete 
control over the method, aims, and character of economic develop. | 7 
ment inside Yugoslavia. In fact, Yugoslav officials have often | 
seemed to be reluctant to follow Anglo-U.S. technical advice lest | 
this might be construed as acceptance of domination by the | 
capitalist West. But gradually over the four years the economic | 
picture in Yugoslavia has altered, though many of the changes | 
were not clearly distinguishable until this year. Trade, of course, | 
is now completely reorientated, to the exclusion of the Soviet 
Union and Cominform countries. If there is a leakage in this 
blockade, it is of insignificant proportions and takes place as re- 
export through ‘neutral’ countries. The targets of the Five-Year 
Plan have not been achieved, but this does not mean that its basic 
objectives have been abandoned. It seems clear that, in spite of 
advice to the contrary, the Yugoslav economic planners have con- 
tinued to follow their original determination to industrialize first, 
leaving agriculture to do as best it can with only small capital in- 
vestment, inadequate planning, and the less qualified personnel. 


DEVELOPMENTS IN INDUSTRY 


On the industrial side the Plan has had to be scaled down and 
considerably prolonged. Of the multitude of mining, metal-refin- 
ing, machine-tool, hydro-electric, and other projects, a considerable 
number have had to be shelved and some abandoned altogether. 
It has been found that the cost of import of capital equipment for 
even a limited number of these schemes has put an impossible 
strain on the Yugoslav economy, so that even with aid Yugoslavia 
faces a deficit of one-third or more in her balance of payments 
this year and will only succeed in reducing this in the next few 
years by hard work, careful control of expenditure, and providing 
there are no bad harvests. Before the split in the Cominform, 
Yugoslavia had arranged, on far from favourable terms, to receive 
over $300 million-worth of loans and credits from the Soviet 
Union. Since 1948 Yugoslavia has received over $600 million- 
worth of aid from the West in loans, credits, and gifts, and she 
will need more if economic development is to go forward. It is still 
difficult to tell whether the investment in industry is bearing fruit 
or not. Output in most industries is now up to, and in some cases 
notably surpasses, pre-war levels. New machine-tool factories 
and the great new steel plant at Zenica are in production. Export 
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. figures for 1952 will be the real test for Yugoslav industrial develop- 
_ ment, but even they cannot give the whole picture. Industrial 


development in Yugoslavia, as in so many other countries, has 


been hamstrung by the necessities of rearmament. Many people 
- consider that this result has been one of the main purposes of the 


war of nerves, the frontier incidents, and other forms of irritation 
which have been steadily maintained by Russia and the satellite 
countries over the past four years. 

Yugoslavia is spending 23 per cent of her annual Budget on re- 
armament—and this represents only a proportion of the cost to the 
whole economy, since the drain of materials and manpower that 
otherwise would be available for more productive industrial pur- 
poses must be very great. It is known that Yugoslav armaments 
industries have been greatly expanded; how much is, of course, 
not made public. In addition, separate military aid has been given 
by the West, and this has been increased in the past twelve months 
since Western observers have gained more confidence in the stabi- 
lity and good intentions of the Tito regime and in the capabilities 
of the Yugoslav Army. 

One other factor to complicate the industrial picture is the vast 
reorganization in administration and management which has taken 
place over the past two years. Industry was nationalized in 1945; 
up to 1950 it was organized on a highly centralized basis, and was 
subject at all levels to political—and that means Communist— 
pressure and interference. Not only were overall plans framed by 
the Politburo, but management and technical development were 
in the hands of Communists appointed for political reasons and 
regardless of their qualifications. In the past few years there have 
been numerous examples of the disastrous effect of this policy on 
industry. Frequently the advice of the very few trained experts 
that Yugoslavia possessed was disregarded because they were con- 
sidered as ‘reactionaries’; even Western technicians found their 
well-intentioned advice disregarded because it did not measure up 
to the ignorant ideas of local party officials. The wastage in men, 
materials, and time was immense. Happily this phase is now ended. 
Yugoslav leaders have come to the salutary conclusion that effici- 
ency is more important, and a steady attempt is now being made 
to enforce this principle at all levels. Western technical advisers— 
and their numbers have increased in the past year in the oil 
industry, mining, steel, timber, and many other industries—all 
agree that their advice is now more often taken on its own merits, 
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examined, where possible, by Yugoslavs capable of judging, and 
action taken accordingly. 

In the field of management and labour the former political 
stranglehold is also being somewhat relaxed. Control of industry | 
has been decentralized, and is now exercised by the federal instead | 
of the central authorities. Workers’ Councils have been elected 
for all enterprises throughout the country, but it is still too soon 
to tell how they will succeed. In theory the Councils are freely 
elected but on a system of agreed lists, not by individual nomina- [7 
tion, and it is probable that some political pressure is still exercised 
over the composition of the lists. But the incidence or degree of J 
pressure must of necessity vary from one area or works to another, 
as must also the efficiency of the Councils themselves. In fact, 
responsible as they now are for labour conditions, output, sales, 
profit and loss, and every aspect of a working industry, the 
Councils have a very difficult task. They have to do the work that 
in capitalist industry is organized by a number of highly paid and 
trained executives, and in many cases the members of the Coun- 
cils have neither training nor experience. Many people have 
prophesied that Workers’ Councils, at any rate in their early stages, 
will result in a fall in efficiency. But the Yugoslav leaders—includ- 
ing Tito—declare themselves quite confident of success. And 
there is no doubt that in the areas where some tradition of indus- 
trial work is already established, as, for instance, in the textile 
and some mining trades, the Councils seem to have started well. 
As one of the Yugoslav leaders said, in other areas,’ where an in- 
dustrial population is being newly created from peasants straight 
from remote villages, they might as well learn to take responsibility 
through the Councils while learning their trade. 


AGRICULTURAL PRODUCTION AND THE CO-OPERATIVES 

Thus the picture of Yugoslav industry is still in many respects 
indistinct. It is impossible to say as yet whether Yugoslav plans 
and Western aid have been justified by results, but the forecast 
is still hopeful. In agriculture, on the other hand, the present pic- 
ture is fairly clear. This is probably because up to now agriculture 
has remained relatively undeveloped. The land has not been 
nationalized. It is true that landholdings have been limited to 35 
hectares (including woodland), and the past four years have seen 
a great drive to set up collective farms; but, in spite of this, 75 
per cent of Yugoslav agriculture is still in the hands of private 
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nd peasants and there is as yet no appreciable difference from pre- 
| war days in the numbers of small-holdings (1-20 hectares); and 


cal the number of pre-war big estates—never very large or numerous 
try| in Yugoslavia owing to the land reform of the 1920s—is now 
ad | roughly equalled by the number of State farms. In spite of plans 
ed | for reclamation of land, the amount of soil at present in productive 


on | yse is nearly half a million hectares, or 4 per cent, less than before 
ely |} the war. The area used for cereals is about 1 million hectares, or 
1a- | approximately 16 per cent, less than in 1938, and, though nearly 
ed | half of this is now used for industrial and other crops, this change 
of | js quite a serious one for the Yugoslav economy since cereals are 
€r, | in much greater demand today than ever before. They are a valu- 
ct, | able export to Western Europe, and are needed for building up 
es, | the depleted stock situation at home; moreover, as the industrial 
‘he | population of Yugoslavia increases and the peasants become more 


hat yrosperous and sophisticated, they eat more of their own produce. 
I P . . . 2 

nd — There is plenty of evidence now to show that wheat bread is com- 

in- F ing to be eaten in preference to maize, that peasants and towns- 

ave xeople are eating considerably more meat than before the war, 
peop g y 

€s, — and that the consumption of sugar is on the increase. 

id- The livestock situation has also given serious cause for concern. 


n¢ — Losses during the war were heavy, but these were to some extent 
us- J replaced by UNRRA. The significant fall in livestock numbers took 
‘ile F place in the period 1949-51. During that time there was a decrease 


ell. F of 10 per cent in cattle, poultry, and sheep, and of 5 per cent in 
in- — pigs. One of the reasons for these losses was the severe drought of 
zht F 1950, but other causes are to be found in the Government's agri- 


ity — cultural policy. Until recently the basis of this policy was to do 
everything to encourage co-operative and State farms, and at the 
same time to discourage the private peasants, with the object of 
forcing them to join co-operatives. The net result has been the 
cts — decline in production seen in the above figures. The co-operatives, 





ins § except those created by a few enthusiasts, were often founded by 
ast — the poorer, less efficient (some said the lazier) sections of the com- 
ic- § munity; credit in dinars was cheap and easy, but the machines, 
ire & stock, and fertilizers that required foreign exchange were not 
en & available in sufficient quantities. The result has been that today 
35 — about one-third of all co-operatives in Yugoslavia are showing a 
en & profit. At least half of the rest are uneconomic. This, after only 
75 — three years’ trial, is perhaps not such a bad result as it may at first 


appear, but the loss in production is one that the country can ill 
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afford in present conditions. But the lack of initial success has 
tended to discredit the whole idea of co-operation, and the rigid } 
method of enforcement, involving penalization of the private 
peasants, has sapped the peasants’ will to produce their utmost. 
One of the brightest aspects of this difficult situation is the fact 
that the authorities have now faced these problems and are willing 
to discuss with great frankness past errors and possible solutions. 
It is admitted that the OTK UP—or forced sale of produce to the 
State at low prices—was one of the major reasons for peasant 
recalcitrance. Until as late as the spring of 1952 private peasants 
were also subject to arbitrary and excessive taxation, which again 
is admitted to have been bad policy. Moreover, private peasants 
were given none of the aids to production, such as credit or the 
possibility of buying or using machines, since the 6,000 tractors in 
Yugoslavia are for the use of State and co-operative farms. Add 
to this the fact that until 1952 there were virtually no good-quality 
consumer goods to be bought in Yugoslavia except in the second- 
hand trade, and it can be seen that private peasants have had very 
little incentive to work hard. Some changes in this policy have 
already taken place. The OTKUP has been abolished and with it 
the rationing system, and peasants now enjoy a free market. The 
State is still a heavy buyer, but pays market prices. Shops in the 
big towns are now full of good-quality consumer goods not seen 
in Yugoslavia since the war, and, as the difficulties of transport 
and distribution are overcome, these are expected to be made 
available in all areas. Schemes are also under consideration for 
making credit available to private peasants for productive purposes 
and for allowing and encouraging them to use the machinery, 
fertilizers, and State advisory services formerly denied to them. 
This year an interesting new attitude towards collectivization 
and co-operatives has been adopted by the officials. The problem 
is now being viewed from the practical rather than the doctrinaire 
standpoint. It is clear that Yugoslav leaders are still determined 
to work towards the further development of co-operative—possibly 
ultimately collective—farming. Many economic experts whose 
politics are firmly opposed to Communism, or even to Socialism, 
agree that some form of co-operation is necessary to prevent gross 
wastage in a country where holdings are as fragmented and varied 
in quality as in Yugoslavia. The problem is what form co-operation 
shall take. Yugoslav officials are at present studying the experi- 
ence in co-operative farming of small-holding countries such as 








Ort 
de 
for 


Ses 


ry, 








INDUSTRY AND AGRICULTURE IN YUGOSLAVIA 387 


Denmark. They are also exploring the possibilities of encouraging 
and extending the form of general co-operatives which had already 
taken root in Yugoslavia before the war. This should not be diffi- 
cult, since, according to official figures, 97 per cent of all Yugoslav 
peasants are members of these general co-operatives. Until this 
year the general co-operatives have been the cinderella of the 
system, confining their activities mainly to buying and selling, 
which as long as the OTKUP lasted could only be on a very 
limited scale. With State encouragement, some credit, and the 
possibility of using foreign exchange for important purchases, it 
is now hoped that they will greatly extend their activities to include 
machine pools, breeding centres, sale of fertilizers, banking facili- 
ties, and so on. 

At the same time, the heavy hand of rigid State control is being 
gradually lifted from the co-operative farms. They are now allowed 
to abolish the brigade system and to introduce family group hold- 
ings, and are guaranteed payment of rent for land. Payment is now 
on the basis of work satisfactorily completed rather than on the 
number of working days. Private shareholding is permitted and 
there are bonuses on profits. In fact, in both co-operative and 
private sectors the emphasis is now on incentives and efficiency 
rather than on dogmatic ideology. 

This new official attitude in the economic field is in line with 
the political changes. To be successful it will have to be main- 
tained over a long period, since the whole of Yugoslav life, political, 
economic, and spiritual, is now in need of a long period of recu- 
peration so that a people whose vitality and capacity for hard work 
are exceptionally high can have time to regain the confidence 
sapped by four years of destructive occupation during the war and 
by the shocks and crude experiments of the post-war revolution. 
P. A. 











A Note on the Swedish-Russian Dispute 


Repercussions in Sweden 


Tue tendency of the average Swedish citizen right up to 1939 | 
was to regard foreign policy as a matter with which he had little 
personal concern. A Government statement following on the out- 
break of the first Russo-Finnish war towards the end of 1939 to 
the effect that it was ‘a national duty for all and every one of us to | 
observe in our utterances and actions the discretion necessary in 
order not to render the Government’s work more difficult and 
dangerous’ encouraged citizens in this ‘spiritual neutrality’; and 
it was not until collaboration between the Western Powers and 
the U.S.S.R. ceased to function harmoniously after the second 
World War and the Iron Curtain went down between East and 
West that a general malaise became noticeable, the feeling of 
security induced by the formation of the United Nations Organiza- 
tion began to disappear, and the nation remembered with growing 
alarm its exposed geographical position. Constant Russian attempts 
at intimidation and attacks in the Russian press, as well as the in- 
transigent attitude of the Soviet Union elsewhere, increased this 
uneasiness and awakened the people’s intelligent interest in the 
country’s defence and in the conduct of foreign policy. As a conse- 
quence the Government’s vigorous rearmament policy was gener- 
ally approved, and gradually the knowledge of Sweden’s defensive 
position re-established a feeling of greater security. 

Thus the Swedish nation experienced a rude awakening when, 
in the autumn of 1951, the discovery was made that a non- 
commissioned naval officer had been passing on important 
technical information to a Russian Embassy official in Stockholm. 
The knowledge made available included details about naval 
stations and landing facilities along the Baltic coast, as well as 
particulars about the fortress of Boden, Sweden’s most important 
defence area in the north. The case created a tremendous sensa- 
tion, and the accused was sentenced to life imprisonment, there 
being no death penalty in Sweden in peace-time. Security arrange- 
ments were tightened in consequence, and the nation’s collabora- 
tion in preventing any further similar occurrences was asked for in 
a public statement by the Prime Minister. 

Only a few months later, however, a further case, of an even 
more serious and widespread nature, was disclosed, and it is but 
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small consolation for the Swedes to reflect that the belated dis- 
covery of these activities, which had been carried on for more than 
ten years, may be due to greater watchfulness on the part of the 
security authorities, and that a stop may at last have been put to 
Russian efforts to penetrate Swedish defence secrets. At the trial 
on 31 July, much of which was held in camera, the leader of the 
spy-ring, Fritjof Enbom, a journalist, and his principal assistant 
were sentenced to hard labour for life, while four confederates 
received sentences ranging from seven years to eight months. In 
the course of the trial proof was given that Enbom had received 
remuneration from the Russian Embassy. 

At the time when it was discovered that the Russian Embassy 
in Stockholm was once more involved in espionage activities, 
Swedish feeling was already running high owing to the unex- 
plained loss on 13 June of a Dakota aircraft of the Swedish Air 
Force and, three days later, of a Catalina flying-boat which had 
been shot down by Russian fighter aircraft while searching for the 
missing plane. A number of Notes were exchanged between the 
two Governments, but Moscow refused to acknowledge any 
responsibility in the air incidents, nor was notice taken of the 
Swedish Government’s request to withdraw the Embassy official 
involved in the espionage activities. On 5 August, therefore, the 
Swedish Foreign Minister handed two further categorical Notes 
to the Russian Ambassador, one reiterating the Swedish request 
that the Embassy official should be withdrawn, the other repeating 
an earlier demand that the dispute concerning the fate of the two 
planes should be submitted ‘to impartial examination by em- 
ploying some international procedure’. At the same time Stock- 
holm again repudiated the Soviet allegation that the Catalina 
aircraft had opened fire on the Russian plane, pointing out that 
the Swedish plane was unarmed, so that the Russian allegation 
stood ‘rejected as absurd’. On the other hand the Swedish Note 
did agree with the Soviet contention that ‘the protection of the 
frontiers of the Soviet Union against every violation is the Soviet 
Union’s inalienable right and duty’—which, as the Swedish Note 
remarked, was ‘the right and duty of every State’—but it added 
that this principle did not lend any support to the Russian refusal, 


In an interview between the Swedish Foreign Minister and the Soviet 
bassador the latter stated that the evidence brought forward at the trial 
egarding Soviet complicity in the espionage case had been supplied by provo- 
teurs. This evidence involved members of the Soviet Secret Service and 
Viplomatic Corps. 
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based ‘on the pretext that a violation of frontier had occurred’, |” 


to co-operate in bringing about an international investigation. The 
request for such an investigation was repeated, and the Note con- 
cluded by reserving the Government’s full right ro revert to the 
matter in the form and at the time found suitable. 

In view of the firm stand taken by the Swedish Government in 
these two Notes, it came as a shock to the nation when, five days 
later, the Prime Minister and the Foreign Minister, in public 
statements, made what can only be described as a retreat from their 
earlier position and explained that it was not in Sweden’s interest 
to submit the Russo-Swedish dispute to an international authority. 
M. Undén is probably correct when he states that it would be 
useless to apply to The Hague, since not only does no general 
arbitration agreement exist between Sweden and the Soviet Union 
but also the U.S.S.R. has not agreed to arbitration in this par- 
ticular case. But the Foreign Minister’s reluctance to submit the 
matter to either the Security Council or the Assembly is less easy 
to understand. According to M. Undén, Sweden would be forced 
to maintain before the Council that ‘the continuance of the un- 
solved dispute with the Soviet Union endangers international 
peace and security’ and ‘would have to assume further that the 
majority of the Council would accept this definition of the 
situation’. The probable result, in the Swedish Government’s 
view, would be a recommendation by the Council for both parties 
to agree on an investigation of the kind already suggested by the 
Swedish Government, there being little likelihood that the 
Security Council would itself investigate the dispute. Nor was it 
probable, M. Undén pointed out, that the Council would request 
the International Court of Justice to express an opinion, as legal 
difficulties would stand in the way. In the Swedish Government’s 
view neither an appeal to the Council nor to the Assembly would 
in fact be of any practical value. M. Undén’s statement admitted 
that the two Opposition party leaders had expressed definite 
views to the contrary, the one saying that the dispute should be 
submitted to the Council as it would not be advisable to appeal to 
the Assembly, while the other indicated that it would be preferable 
to consult the Assembly. Both agreed that the matter should be 
submitted to the United Nations, thus appealing to public opinion 
and obtaining increased publicity for the Swedish cause. But M. 
Undeén himself was convinced that Sweden’s case was in any event 
strong and that international public opinion was on her side; thus, 
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he said, nothing could be gained by appealing to the U.N. 

These Government statements have aroused considerable 
indignation all over the country. As usual, the most violent re- 
action came from the Liberal Dagens Nyheter, which went so far 
as to demand M. Undén’s head on a salver. But this time both the 
Conservative and the Liberal press seem to be agreed that it is too 
late to withdraw from the firm standpoint the Swedish Govern- 
ment assumed in its Notes of 5 August, and that an appeal to the 
United Nations would be the only logical consequence of a 
renewed Russian rejection of Sweden’s protest. Both the Conserva- 
tive and the Liberal leaders have publicly supported the idea that 
such an appeal should be made, since, as M. Hjalmarsson, the 
Right-wing leader, has pointed out, ‘to go to the United Nations 
means that the Russians will be forced to defend their untenable 
standpoint before world opinion. We have nothing to fear. . .’ 
It should be recalled that, as was mentioned earlier, the Swedish 
Government holds proof that Enbom was paid by the Russian 
Embassy. Proof also exists that the Swedish Communist Party was 
definitely involved in the espionage case. Informed opinion in 
Sweden believes that this revelation of complicity will be the 
death-blow to all but the hard core of the Swedish Communist 
Party. 

Though in the past some of Dagens Nyheter’s violent attacks on 
the Government have produced the opposite result from that 
intended, there can he no doubt that this time the paper’s indigna- 
tion is shared, if mote moderately, by the general public and the 
parliamentary Opposition. Proof of this can be seen in the re- 
peated interviews latdly given to Dagens Nyheter not only by 
Professor Ohlin, the Chairman of the Liberal Party, but also by 
M. Hjalmarsson. Leaditg Social Democratic papers are trying to 
defend the Government py reminding the public that the Swedish 
Note to Moscow had reserved the Government’s right to take 
further steps; but there‘can be no doubt that the situation is 
serious and may well lead to the forced resignation of M. Undén 
from his position as Foreign Minister. A leader in Svenska 
Dagbladet, Sweden’s leading Conservative paper, which usually 
shows a restraint similar to that of The Times, bluntly stated that 
the Government had acted against Sweden’s real interests, and 
that obviously M. Undén was most anxious to eliminate the 
question of a Swedish appeal to the United Nations as quickly as 
possible. The article went on to point out that the Swedish Note 
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of 5 August made it clear that Sweden reserved her freedom of |” 
action. M. Undén’s statement had now closed the door to this 
possibility. “The Government must be aware that public feeling 
is such that the vast majority, regardless of party, definitely rejects 
the idea that the question of the shooting down of our planes 
should, practically speaking, be dismissed and that on no account 
should Sweden submit it to the United Nations. . . Would it not 
be time now to make the change in the post of Foreign Minister 
which ought to have been seriously considered two years ago, but 
which was not carried out at that time?’ 

When it is remembered that the General Election is due to take 
place in the autumn, the political implications of the crisis which F7 
has so suddenly occurred in Sweden appear of even greater im- [7 
portance that would otherwise be the case. At present the Govern- 
ment consists of a coalition between the Social Democrats and the 
Farmers’ Party, and it has an overall majority of 54. Previous 
to this coalition, when the Social Democrats governed alone, their 
situation was extremely precarious, since, not counting the eight 
Communists, the Opposition numbered 110. Any loss of seats by 
the Social Democrats might therefore seriously affect the balance 
of political power in Sweden. 





A. H. H. 


Japan’s Economic Recovery 


JAPAN’S economic situation at the end of the war was extremely 
poor. War industries were closed down immediately after the sur- 
render and, as always happens in times of depression in Asia, many 
workers left the urban industrial areas; much industrial equipment 
had been destroyed by bombing or scrapped during the war, and 
what remained was unevenly distributed and in poor condition; 
raw material stocks were being rapidly exhausted, and the loss of 
colonial sources of supply and of shipping and allied controls on 
trade made restocking difficult; coal production, which was 
declining even before the end of the war, dropped sharply; trans- 
port was inadequate and disorganized by bombing; the food short- 
age was acute; the market was starved for consumer goods and 








his 


ing | 
cts | 


hes 
Int 
not 
ter 
Dut 


ake 


m- 
rm- 
the 
ous 
eir 
ght 


by 


nce 








JAPAN’S ECONOMIC RECOVERY 393 


black markets flourished; there was a mounting inflation. In the 
words of the American policy statement on Japan, made public on 
22 September 1945, “The policies of Japan have brought down 
upon the people great economic destruction and confronted them 
with the prospect of economic difficulty and suffering.’ And the 
statement continued: “The plight of Japan is the direct outcome of 
its own behaviour, and the Allies will not undertake the burden of 
repairing the damage.’ The United States, in fact, at this stage 
merely provided relief supplies of food to prevent starvation, 
disease, and unrest. 

During the next two years the slow pace of industrial recovery 
and the rising spiral of inflation made it increasingly clear that this 
policy would have to be altered if the Japanese people were ever to 
reach the standard of living prevailing during the period 1930-34, 
which was the aim set by a directive of the Far Eastern Commission 
issued on 23 January 1947. Two reports published in the spring of 
1948, one prepared by Overseas Consultants Incorporated, com- 
monly called the Strike Report,! and the other from a group of 
prominent American business men, known as the Johnston Re- 
port,? urged that the United States should, in its own interest, 
assist in the industrial recovery of Japan. As a result of this change 
in American thinking the U.S. Government drafted an Economic 
Stabilization Programme for Japan. This aimed at a balanced 
budget, the restriction of credit, wage stabilization and price con- 
trols, the improvement of foreign trade controls, and increases in 
the production of raw materials and manufactured goods. U.S. aid 
was to be made contingent on Japanese efforts to improve their 
economy according to this programme. In February 1949 Mr 
Joseph Dodge arrived in Japan to advise on its implementation ; and 
economic developments in post-war Japan tend to be dated as 
before or after the introduction of what came to be known as the 
‘Dodge line’. American financial aid, which was extended to 
promote Japan’s self-sufficiency, totalled nearly $520 million for 
the financial year 1948-9, $440 million for 1949-50, and $320 
million for 1950-1. In addition Japan has, since the outbreak of the 
Korean war, had the opportunity—of which she has taken full 
advantage—of earning more than $500 million for services and 
materials needed by the United States in connexion with their 


’ Report on Industrial Reparations Survey of Japan to the United States of 
America. Overseas Consultants, Inc., New York, February 1948. 

* Report on the Economic Position and Prospects of Fapan and Korea and the 
Measures Required to Improve them. Washington, April 1948. 
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military operations. As a result of this infusion of dollars industrial 
activity is now some 140 per cent of the average for 1934-6. 
In December 1951 the index figure for wholesale prices had risen 
to 356-2 (1934-36 average = 1), and industrial wages have more 
or less kept pace with this. The general standard of living, however, 
is still estimated to be below pre-war levels. This is the result of a 
number of factors of which one of the most important is the rapid 
increase of the population, which has risen from some 64 million 
in 1930 to 85 million in February 1952. 


FOOD AND AGRICULTURE 


One of the earliest measures initiated by the occupation authori- 
ties after the surrender was the land reform programme. Because 
of its mountainous character only 16 per cent of Japan’s total area 
is arable land, and, despite intensive cultivation and the heavy use 
of fertilizers which together make Japan’s yield of rice per acre the 
highest in Asia, the country produces only about 80 per cent of its 
normal food supply. A large proportion of the land was in the 
hands of absentee landlords, and in 1946 some 70 per cent of the 
farming population were tenant-farmers, mostly heavily in debt. 
Under the land reform programme absentee landlords were forced 
to sell all their land to the Government, while non-cultivating resi- 
dent landlords had to sell all but one cho! (or four cho in Hokkaido, 
the northernmost of the home islands, where farming is largely 
pastoral) and farmers cultivating their own land all but three cho 
(twelve in Hokkaido). The owner-cultivator was pérmitted to 
retain land in excess of three cho if he could cultivate it without use 
of hired labour, or if subdivision of his holdings would reduce its 
productivity. The land purchased by the Government was resold 
to the tenants at a fixed price which could be paid over thirty years 
at 3°2 per cent interest, and rent on the one cho that a farmer was 
permitted to lease was limited to 25 per cent of the crop on paddy 
fields and 15 per cent on uplands. 

This land reform has done much to relieve the burden on the 
peasants, but the three-cho limit on holdings provides only a bare 
subsistence. It does not, however, appear to have had much effect 
on total agricultural output: rice production, which in the early 
post-war years was a little below normal, in 1949-52 reached 
the average production for the good years 1936-39 (nearly 12 mil- 
lion metric tons of paddy or paddy equivalent), but has not 


1QOne cho = 2°45 acres. 
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exceeded the bumper crops of 1933-34 and 1939-40, when pro- 
duction was over 12 million metric tons.! Production of wheat, 
oats, sweet potatoes, and other items has, however, increased 
sufficiently to bring Japanese food production some 10 per cent 
above the 1930-34 average, while the fishing catch is rapidly re- 
covering. In 1950 the deficiency in the Japanese supply of rice was 
estimated at 16-3 million koku (2-45 million metric tons). Some of 
this was made up through imports, which in 1950 totalled 0-7 
million metric tons of rice, but the present (1951-52) level of food 
consumption is still only 1,978 calories per capita per day com- 
pared with the 1936-40 average of 2,280. 

The Government’s aim is to make Japan more self-sufficient in 
foodstuffs by increasing home production. A ten-year plan pro- 
posed by the Ministry of Agriculture and Forestry estimated that 
by 1960 rice production could be increased by 38-7 million koku 
(5:8 million metric tons, or nearly half as much again), which, even 
allowing for the expected increase in population, would almost 
cover the estimated deficit at that date. The increase was to be 
achieved by means of irrigation projects, by the consolidation of 
some 74 per cent of present cultivated land, and by the reclamation 
of 2 million cho of new land. Whether these plans can in fact be 
carried out is doubtful. 

Fish is an important item of food in Japan. Because of the loss of 
fishing boats, the decline in the number of fishermen, and other 
factors, the catch in 1945 was some 547 million kan (1 kan = 
8-27 lb.) compared with an annual catch during 1936-41 of 1,200 
million kan. The fishing fleet was rapidly rebuilt after the war, so 
that in spite of the so-called MacArthur Line, which limited 
Japanese fishing grounds to some 40 to 60 per cent of their pre-war 
area, the catch rose to 746 million kan in 1948 and 897 million kan 
in 1950. By 1951, with a catch of some 1,000 million kan, Japan had 
nearly regained the pre-war level, besides leading the world in fish 
production. For the first time since the war Japan was permitted 
to send a whaling expedition to the Antarctic in 1947-48, and the 
first Japanese whaling expedition to the North Pacific left the 
country in July 1952. With the coming into force of the Peace 
Treaty the limitations of the MacArthur Line were abolished, but 
a tripartite North Pacific fishing convention concluded by the 
United States of America, Canada, and Japan on g May 1952 


' Japanese statistics, though the most extensive in Asia, should be treated 
ith some caution. 








396 JAPAN’S ECONOMIC RECOVERY 


aims at the regulation and control of fishing in that area. A record 
catch of 18,000 salmon was reported to have been made on 1 June 
by the Taiyo fishing fleet, one of three fleets which last May began 
salmon fishing in the North Pacific waters for the first time since 
the war. The Fisheries Board reported that the first expedition in 
these waters for ten years caught a total of over 960,000 salmon 
between 11 May and 30 June. 


TEXTILES 


Apart from agriculture, forestry, and fishing, in which half the 
working population of Japan is employed, the most important 
industry is the manufacture of textiles. Textiles, especially cotton, 
form nearly half the country’s total exports. The quantity of cotton 
grown in Japan is negligible compared with her mill requirements, 
and raw cotton is therefore one of the principal imports, compris- 
ing before the war on an average some 20 per cent of the value of 
total imports. In 1937 the industry had over 12 million operable 
spindles, though only some 8 to g million were regularly employed; 
by 1946 the number was down to about 2$ million, the rest having 
been destroyed, damaged, or dismantled during the war. Looms, 
which in 1941 numbered nearly 400,000, were reduced to a third. 

After the surrender the cotton industry was chosen as one of the 
first to be rehabilitated, and the first raw material to be imported 
was cotton, mostly from the United States, where there were large 
Government-held stocks. The number of spindles to be operated 
was at first limited by SCAP to 4 million, but this restriction was 
lifted in June 1950 and since then the cotton industry has been 
recovering rapidly and production and exports are now approach- 
ing pre-war levels. At the end of 1949 the number of spindles 
installed was still only 3,736,200; but by the end of 1951 it had 
reached 6,426,000, of which over 54 million were operating. Pro- 
duction of cotton yarn rose from 266-4 million lb. in 1947 to 
346-9 million lb. in 1949, and by 1951 totalled 742-4 million lb.; 
pre-war production averaged between 1,000 and 1,500 million |b. 
a year. Exports were 21-2 million lb. in 1949, 23-6 million Ib. in 
1950, and 27-1 million lb. in 1951, compared with pre-war 
exports which reached a peak of 85 million lb. in 1939 but were 
normally only about two-thirds of this figure and in 1933 were 
only 33 million lb. The number of looms increased proportionately, 
and in July 1951 the number installed was 276,768, although only 
154,295 of these were said to be in operation. Production of cloth 
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rose from 662-2 million square yards in 1947 to 984-8 million 
square yards in 1949 and 2,179 million square yards in 1951, of 
which 1,080 million square yards were exported. Pre-war pro- 
duction was about 3,500-4,500 million square yards a year, of 
which 2,200—2,600 million square yards were exported. 

The 1951 exports of 1,080 million square yards were the highest 
in the world (British exports totalled 865 million square yards). 
The removal of the limit on spindleage and the outbreak of the 
Korean war, with the ‘special procurements’ it brought, gave a 
fillip to the industry, but in the spring of 1952 it suffered a con- 
siderable setback. Exports slackened with the diminishing world 
market for cotton goods, and this resulted in over-production, 
declining prices, and mounting stocks; cases of dumping have been 
reported. The British decision on 27 March 1952 to suspend 
imports of unbleached cotton cloth from Japan (in 1951 84 million 
square yards of Japanese greycloth were imported) came on top of 
import cuts by Australia, South Africa, Singapore, and other 
Japanese textile markets. Restrictions on the production of cotton 
were therefore enforced, and a monthly ceiling of 60 million lb. of 
yarn was advised; even this ceiling has not always been reached. 

[t is claimed that conditions in the cotton industry are now much 
better than before the war, and that whereas wages used to be 
lower than the national average for industrial workers, they are now 
higher; they have in fact doubled in the last two years. Whether the 
industry can regain its pre-war importance and predominance is 
uncertain in view of the disproportionate rise in prices, following 
a rise in real wages and in costs as well as in the price of raw cotton, 
for which Japan now relies on the United States. Moreover, many 
other countries are following Japan’s example in making the cotton 
industry the starting-point of their industrial expansion. Pakistan, 
one of Japan’s best markets in 1951, is a case in point. 

The export of wool was always on a smaller scale than that of 
cotton, and, as with cotton, production dropped considerably 
during the war owing to scrapping of equipment and war damage. 
For some time after the war not much progress was made: imports 

f raw wool, on which the industry depended, were not resumed 
until 1949, much later than the import of raw cotton. Since then, 

iid with the gradual rehabilitation of equipment, production has 
nereased, and in 1951 production of woollen yarn was 112°9 
million lb. compared with the peak of 155 million lb. in 1936. 
Exports of woollen yarns and fabric, never very large, represented 
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5°4 per cent and 13-5 per cent of the average annual domestic 
output in the years 1933-39, and in 1949 the proportion of exports 


remained almost the same, though the volume was naturally only a | 


fraction of the pre-war average. Exports of woollen and worsted 
yarns was 1 million Ib. in 1951, compared with the peak of 8-7 
million lb. in 1936, and that of woollen and worsted fabrics was 
g million square yards compared with the 1936 peak of 46-5 
million square yards. The loss of the principal pre-war export 


markets in Manchuria, Korea, and North China is mainly re- | 


sponsible for this decline. 

The full-scale development of the Japanese rayon industry took 
place in the 1930s, and by 1938-39 the annual production of rayon 
staple was over 300 million lb. and second only to that of Germany. 


Production of rayon, as of other textiles, fell considerably during [ 
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the war, and rehabilitation of the industry was slow, partly owing 


to the coal shortage and the difficulty of obtaining rayon pulp. It 
was not until 1950 that output began to show appreciable progress; 
in that year production of rayon staple fabrics was 209-6 million 
square yards compared with the 1938 peak output of 958 million 
square yards, and that of rayon fabrics 397 million square yards 
compared with the 1937 peak output of 1,034 million square yards. 
By 1951 production had reached 322°8 and 487-7 million square 
yards respectively. The rayon companies are also developing pro- 
duction of other synthetic fibres, chiefly vinylon and amilan (now 
being produced at the rate of 17-5 and 5 tons a day respectively), 


which will, it is hoped, compete successfully with nylon. Exports fF 


of all synthetic fibre fabrics in 1951 was 295 -3 million square yards. 

The silk industry in Japan has, of course, been seriously affected 
by the development of nylon, quite apart from the setbacks 
suffered during the war, when mulberry fields were converted to 
food production. The mulberry acreage fell from 533,918 cho in 
1940 to 214,217 cho in 1945, and cocoon production was reduced 
from 81,546,000 kan in 1940 to 23,703,000 kan in 1945, while raw 
silk output dropped even more sharply, partly owing to the 
scrapping of equipment. In spite of SCAP’s efforts, immediately 
after the surrender, to restore silk exports, the rehabilitation of the 
industry was rather slow; in the early years after the war silk was 
expensive to produce and it was more profitable to grow food than 
to reconvert to mulberries, and, apart from the change in popular 
taste, the high prices did not tempt buyers in the United States, 
which was the principal pre-war market. Production of raw silk in 
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1951 was 2,861,408 kan, compared with a peak production of 
12,064,894 kan in 1934; exports of raw silk in 1951 were 9°4 
million lb. (cf. a peak of 73°7 million Ib. in 1931), and of silk fabrics 
47 million square yards (cf. 140-8 million square yards in 1935). 


IRON, STEEL, AND COAL 


Japan has few resources in raw materials: apart from copper 
there are no important mineral deposits in the country. The most 
serious deficiency is the lack of supplies of good coking coal and of 
iron ore. In 1935-39 an average of 85 per cent of the total Japanese 
consumption of iron ore had to be imported, and though in 
1948, when imports ‘of iron ore were resumed, the proportion 
was smaller, imports again constituted about 78 per cent of the 
total supply in 1950 and 82 per cent in 1951. The source of these 
imports had changed: whereas in 1935-39 some 37 per cent came 
from Malaya, 18 per cent from China, 13 per cent from the 
Philippines, 7 per cent from Korea, and 3 per cent from India, in 
the first half of the fiscal year 1951 some 27-9 per cent was im- 
ported from the Philippines, 27-7 per cent from Malaya, and 
26:8 per cent from the United States. The loss of China and Korea 
as a source of supply, coupled with the increased reliance on 
imports from the United States involving much greater transport 
costs, has been a factor in producing higher prices; the price of 
pig iron might be reduced by 12 per cent if China and Manchuria 
could replace the American continent as a source of supply. 

In the first three years after the surrender output of iron and 
steel remained very low, owing to the shortage of domestic coal and 
of essential imported raw materials, such as coking coal and iron 
ore. There were no imports of coal and coke until July 1947, or of 
iron ore until February 1948, and even then they were only a frac- 
tion of the average pre-war imports. Government subsidies and the 
Korean war greatly helped the rehabilitation of the industry. ‘The 
sharp increase in output since 1948 is shown in the following table: 


PIG IRON AND INGOT STEEL OUTPUT 
(in thousands of metric tons) 


Pig Iron Ingot Steel 

1930-34 average 1,272 2,724 

Peak 4,256 (1942) 7,630 (1943) 

19406 20 557 

1947 344 952 

1948 808 1,714 

1949 1,549 3,111 

1950 2,233 4,839 

1951 3,127 6,502 


Fapanese Economic Statistics, May 1952, Annex 1, page 36) 
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Output of recent years has thus greatly exceeded the 1930-3, 
average, and though it has not yet reached the war-time peak it 
nevertheless far surpasses the output level recommended in the 
early days of the occupation in the Pauley report,! which proposed 
the retention of plant sufficient to produce only 2} m. metric tons, 

The iron and steel boom at the beginning of the Korean war was 
the result of increased exports and of special procurements (the 
requirements of the U.S. for the Korean campaign). From July to 
December 1950 special procurements totalled about 220,000 tons, 
and exports 470,000 tons, an increase of 82 per cent compared with 
the first half of the year. But the special procurements began to 
decline in October 1950, and in the first quarter of 1951 they 
represented only 17 per cent of the total for the three months July 
to September 1950. In December 1950 shipments to Communist 
China, which in November had amounted? to 30-40 per cent of 
total exports of iron and steel, were suspended, and although they 
were replaced by an increased demand from the United States and 
Argentina, among others, the prices were not so advantageous. 
Later in the year rearmament in Western Europe brought larger 
sales to the sterling area, and increased demand is also expected as 
a result of post-treaty economic co-operation with the United 
States and of the proposed industrialization of South-East Asia. 

Japanese deposits of coal are mainly of poor quality, and the 
high-grade coking coal essential for the steel industry has to be 
imported. The peak figure for imports of coal was 10-1 million 
tons in 1940, but in 1951 imports only amounted to 2 million tons. 
In 1940 some 37-5 per cent of the imported coal came from North 
China and Inner Mongolia, 32-9 per cent from Karafuto (Sak- 
halin), 14-5 per cent from Korea, and 7-6 per cent from Man- 
churia; these sources of supply are now closed to Japan, and in the 
first half of the fiscal year 1951 some 69-3 per cent of coal imports 
came from the United States, 30 per cent from India, and most of 
the rest from Canada. As with iron ore, this reliance on the North 
American continent and on other distant sources results in higher 
prices and heavier freight charges. 

The coal-mining industry was decontrolled in September 1949, 
but did not make a rapid recovery until the outbreak of the Korean 
war when demands increased considerably. Stocks declined to 


1 Report on Japanese Reparations to the President of the United States, by Edwin 
W. Pauley. Washington, November 1946. 

* Including shipments to Hong Kong, a proportion of which were destined 
for China. 
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little over 1 million tons at the end of 1951 and basic industries 
such as iron and steel, ammonium sulphate, and the gas industry 
began to suffer from a shortage of suitable coal. Total production 
in 1951 amounted to 45,850,000 tons, some 8 million tons more 
than in 1950 but over 11 million tons less than in 1940, while 
imports were 2,011,000 tons, over twice the 1950 total. (In 1940 
production was 57 million tons, and imports 10 million tons.) ‘The 
targets for 1952-53 and 1953-54 are 49 and 53 million tons. 


SHIPBUILDING 

Before the war, the Japanese merchant fleet was the third largest 
in the world: at the outbreak of war it amounted to 5,916,000 tons 
of steel ships of 500 gross tons and over; at the end of the war only 
some 700,000 gross tons of serviceable shipping remained. After 
the surrender the construction of steel ships and wooden vessels 
of over 100 gross tons was put under the control of the occupation 
authorities, and in the first three and a half years Japan built 
few ships of over 3,000 gross tons. In the first two years after 
the war the majority of ships constructed were fishing vessels: of 
830 ships aggregating 336,949 gross tons constructed up to 31 
March 1948, 692 were fishing vessels, representing a total of some 
100,000 gross tons. By then the rehabilitation of the fishing fleet 
was nearly completed, and with the introduction of the ‘Dodge 
line’ in early 1949 the main emphasis was transferred to freighters 
and tankers. The construction of larger ships was authorized, and 
between 1949 and 1951 Japanese shipyards turned out more than 
100 larger ships aggregating 730,000 tons. In the nine months from 
1 April 1951 to the end of the year alone a total of 189 ships 
(294,748 gross tons) was built, which included 36 freighters 
(225,130 gross tons) and 5 tankers (24,755 gross tons), as well as 
89 ships (15,416 gross tons) for foreign buyers. Though this cannot 
compare with the peak figure of 1,845,000 tons of steel and wooden 
ships built in 1944, nevertheless by the end of May 1952 it was 
estimated that with a merchant fleet tonnage of 2,640,000 gross 
tons Japan’s shipping ranked eighth in the world. The shipyards 
have also received more foreign orders in recent months. 

Japanese shipbuilding techniques are not yet up to international 
standards, but the industry is making every effort to modernize its 
capacity. Little or no progress was made during the war in electric 
welding and block assembly methods, but the larger and more 


> 


efficient shipyards which have survived post-war difficulties are 
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learning new techniques, enlarging their welding workshops, 
installing large cranes, and importing automatic welding machines, 
Owing chiefly to the high price of Japanese steel the prices of 
Japanese freighters and tankers are respectively 30 and 20 per cent 
above the international level, but delivery can be made much more 
quickly than by other countries. Japanese shipbuilding circles are 
said to expect that Japan will take fourth place in the world’s con- 
struction of tankers by the end of 1952 when 30 large tankers 
aggregating 400,000 gross tons will have been built. 

Before the war about 60 per cent of Japan’s foreign trade was 
carried in Japanese bottoms. In 1951 the proportion was only 
about 30 per cent, representing 7,437,376 tons of goods and 
2,454,305 tons of oil in all, but this was double the total carried in 
1950, and during the year the proportion was steadily rising; by 
December it was over 40 per cent. The ocean shipping services are 
now active again, and two of the last services to be reopened, those 
to Australia and to Indonesia, were resumed during the summer 
of 1952, while two new 10,000 ton freighters were launched at the 
end of May for service on one of the most profitable routes, that 
between Japan and New York. The Ministry of Transport 
announced that at the beginning of June 268 vessels aggregating 
2,508,396 deadweight tons were operating on overseas service 
routes, representing a sixfold increase on the period before the 
Korean war. But it must be recalled that some 70 per cent of these 
are out-of-date vessels with speeds of under ten knots, which under 
a proposed five-year plan are due for replacement. 


FORBIGN TRADE 

Japan is not self-sufficient in either foodstuffs or raw materials, 
and her overseas trade is therefore vital for her prosperity. The 
occupation policy statement of 22 September 1945 laid down: 
‘Japan shall be permitted eventually to resume normal trade 
relations with the rest of the world. During occupation . . . Japan 
will be permitted to purchase from foreign countries raw materials 
and other goods . . . and to export goods to pay for approved 
imports.’ Foreign trade, first resumed under close Allied control, 
extended only gradually; in April 1949 a fixed exchange rate of 
360 yen to the U.S. dollar replaced the various rates of conversion 
for different sorts of goods which had previously existed, and the 
export and import trades were put on a private basis from 1 Decem- 
ber 1949 and 1 January 1950 respectively. By February 1950 Japan 
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had entered into reciprocal trade arrangements with nineteen 
different nations, and today she trades once more with nearly all 
parts of the world. Exports in 1951 totalled U.S. $1,354°5 million 
and imports $1,995 million. The figure for imports includes 
American aid to a value of $180 million, and the rest of the 
adverse balance is offset by invisible exports, in particular by 
special procurements for the Korean war and the money spent by 
U.S. forces in Japan. 

Nevertheless, some major weaknesses still exist. In the first 
place, the volume of imports is still about half the average for 
1934-36 and that of visible exports is even less, though both have 
increased over 1950, when the value of imports was $974 million 
and of exports $820 million. In the second place there has been too 
great a dependence on the sterling area for exports—with the result 
that Japan’s sterling balances now reach £100 million—and on the 
U.S. for imports (a third of Japan’s imports in 1951 was from the 
U.S.), which, if special procurements should cease and large 
numbers of U.S. troops should leave Japan, would result in a 
serious dollar deficit. All these difficulties are to some extent due to § 
the loss of valuable markets and sources of supply in China, 
Manchuria, Mongolia, and Korea. An effort is being made to 
expand trade with South-East Asia instead, but Japanese mer- 
chants still cast longing eyes in the direction of China. In the 
first half of 1952 tightened import restrictions, especially in 
sterling area countries, and the general slackening in world 
markets has caused Japanese exports to fall off. The effect of this 
has been felt in Japanese industry, and some curtailment of pro- 
duction has been necessary. 


It is not possible within the space of this article to do more than 
indicate the main trends of Japanese economic recovery. The 
indices of industrial activity and production of the Economic 
Stabilization Board show that in December 1951 industrial activity 
was 143°8 per cent and industrial production 137-4 per cent of the 
1934-36 average. As, however, production in Japan was in general 
increasing very rapidly in the 1930s and early 1940s, a truer 
indication of the situation is perhaps given by the table on p. 403 
which shows annual post-war production in some key industries 


as compared with the peak year before the surrender. 
O. O. 
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